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| Topar's HIGHLIGHTS 





@ Texaco, Canadian affiliate set terms for sale of former's 
holdings; separate firm set up for selected assets. 


@ Deminex holds off final relinquishment of Libya 
concession as it awaits word from government. 


@ Indonesia further liberalizes terms for production sharing 
contracts to increase foreign participation. 


@ GAO finds U.S. ‘better positioned’ today to respond to 
oil crisis, but facing increased vulnerability in 1990s. 


e Standard Oil Production agrees to sell interests in 170 
oil/gas fields in 15 states to Presidio Oil. 
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TEXACO, CANADIAN AFFILIATE AGREE 
ON TERMS FOR SALE OF U.S. FIRM'S INTEREST 





New York 9/1--Texaco Inc. announced an agreement 
with Texaco Canada--78% owned by the U.S. parent 
firm--in which procedures for Texaco Inc's _ sale 
of its majority share in the Canadian firm were 
set (ON 8/4). 

Under terms of the agreement, Texaco Inc. agreed, 
subject to certain conditions, to not accept an offer that 
isn't made available to the minority shareholders of Texaco 
Canada, "at least on an equivalent consideration basis," the 
company said, adding that the commitmen: will apply no 
matter what the ultimate sales price is. The commitment 
would lapse if the prospective purchaser fails to gain 
Investment Canada approval for the takeover "on an 
acceptable basis," or if Texaco is umsuccessful in 
completing a 100% bid before Sept. 1, 1989. 

Texaco added that, "If the commitment were to end for 
either of these reasons, Texaco Inc. could thereafter, 
subject to applicable law, proceed to sell its control block." 
But the company agreed to not do so for at least 20 
business days after announcing the end of its commitment, 
"unless the previously constituted Independent Committee of 
Texaco Canada's board or directors otherwise agrees." 


New Company To Be Formed 

A third avenue for Texaco out of this commitment would 
be rejection by Texaco Canada's independent committee of 
directors of a bid that meets the above mentioned 
criteria. 

It was also announced that Texaco Canada will "proceed 
expeditiously" with consideration of a proposed selected 
asset distribution to shareholders. The particular assets, 
which Texaco said are outlined in the agreement with its 
Canadian subsidiary, involve primarily _ international 
exploration ventures where the two firms currently hold 
joint interests. 

However, the shared Brazilian Marajo Is. holding, which 
has previously been the subject of considerable speculation 
as to its size, is being handled differently (ON 6/10 and 
related story). Texaco said that a separate company will 
be formed to hold Texaco Canada's "Brazilian and offshore 
West African exploration rights, as well as cash and certain 
limited producing interests in Canada! Shares in the new 
company will be given via a "prompt distribution’ to Texaco 
Canada shareholders in proportion to their current interests. 





TEXACO CANADA ASSETS 
HEADED FOR SEPARATE COMPANY 





New York 9/1-—As part of the agreement between 
Texaco Inc. and its 78%-owned affiliate Texaco 
Canada governing the sale of the former's interest in 
the latter firm, a separate company is being set up 
to continue Texaco Canada's interest in various 
upstream properties (see related story). Following is 
a summary provided by Texaco of the assets to be 
moved to the as—yet unnamed company: 

The assets will consist of $65—million in cash and 
interests in certain foreign exploration properties and 
and Canadian producing oil and gas properties. The 
foreign exploration properties consist of Texaco 
Canada's interest in some 21-million acres of a 
service contract in Brazil and a production sharing 
contract in Mauritania of some 1.8-million offshore 
acres. 

Texaco noted that a drilling program has begun in 
Brazil, and that an exploration well is expected to be 
drilled in Mauritania during first-quarter 1989. 

The Canadian properties consist of interests in 
several established —_ units in Alberta and 
Saskatchewan with estimated proved reserves of 4.3- 
million bbl of oil and NGL, and 22.5—million Mcf of 
natural gas. Production from these properties is 
expected to average some 8,000 Mcf/d of gas and 
950 b/d of oil and NGL. 











SWEDEN'S UN AMBASSADOR NAMED 
TO HEAD IRAN-IRAQ PEACE TALKS 





Geneva 9/1--UN Secy. Gen. Javier Perez de Cuellar 
today named a Swedish ambassador to continue mediating 
the stalled peace talks between Iran and Iraq (ON 9/1). 
De Cuellar then left here to attend to other business in 
Portugal, but pledged to return if his presence was needed 
to help move the talks forward. 

Jan K. Eliasson, Swedish ambassador to the UN, was 
said by observers to be qualified for the job. He assisted 
the late Swedish Prime Minister Olaf Palme in an earlier UN 
Gulf peace mission from 1980-86. The foreign ministers of 
Iran and Iraq both welcomed the appointment. 

However it wasn't clear in what form or for how long 
the talks would continue here. Iranian Foreign Minister Ali 
Akbar Velayti and Iraqi Foreign Minister Tareq Aziz both 
indicated they would stay here to continue their 
efforts. 

The two foreign ministers met together Aug. 25 and 26, 
but new face-to-face bargaining sessions have been 
repeatedly planned and postponed since then. The 
negotiations have made little or no progress towards 
implementing the UN peace plan contained in UN Security 
Council Resolution 598 because of what de Cuellar today 
qualified as a deep "lack of confidence" between the two 
sides. 

De Cuellar worked feverishly until his departure to try 
to find a compromise formula to allow the talks to move 
off square one. Iraq is insisting on guarantees of freedom 
of navigation for its ships and a rapid clearing of the Shatt 
al-Arab waterway, its only outlet to the Gulf. Iran has 
been insisting on working out a troop withdrawl before 
moving on to other business. 

Although many observers expect the talks to drag on 
for months, de Cuellar said today he didn't think there was 
a danger of renewed fighting. 
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INDONESIA MOVES TO BOOST PRODUCTION 
SHARING WITH FOREIGN OIL COMPANIES 





Jakarta 9/1--Indonesia has further relaxed terms for 
production sharing contracts with foreign oil companies in 
its bid to inject new vigor into the country's oil/gas indus— 


Separately, Energy Minister Ginanjar Kartasasmita said 
discoveries of oil fields have dropped due to low exploration 
and, given past trends of discoveries and domestic con- 
sumption, Indonesia could become a net crude oil importer 
by 2012, and possibly earlier. 

Ginanjar told a press conference Aug. 31 that the move 
to increase production sharing was aimed at safeguarding 
the country's petroleum industry, which had suffered a 
slowdown since world prices fell down in 1986. 

The minister didn't detail all new measures of the pro— 
duction sharing plan, but cited a few examples, such as the 
opening of small oil fields for development by foreign oil 
companies in Indonesia. Foreign oil contractors are also 
being encouraged to explore frontier areas for oil with the 
introduction of an incremental system for sharing in the oil 
found. 

Market—price based taxes 

Oil found in frontier areas will be divided 80:20 in Indo- 
nesia's favor for production levels up to 50,000 b/d, 85:15 
for production up to 150,000 b/d and 90:10 for production 
levels over 150,000 b/d. 

The new regulations also call for oil companies to be 
taxed based on market prices rather than the OPEC refer- 
ence price, as has been the case. The OPEC reference 
price has for most of the year been higher than market 
prices. 

Ginanjar said the government is also offering faster rate 
of amortization for drilling costs, faster depreciation for 
Capital outlay and greater investment credits. Drilling costs 
can be refunded in the same year, depreciation of capital is 
accounted by the double declining balance method, and in- 
vestment credits or contractors' revenue deductions will be 
reduced to 17% from 20%. 

Indonesia As Net Importer 

Regarding the minister's comments on Indonesia becom— 
ing a net crude importer, analysts aren't as optimistic, 
having predicted that the country, the largest oil producer 
in Southeast Asia, could be forced to import crude as early 
as the 1990s should no finds be made. Ginanjar has con- 
ceded the change may occur by 2001 if new reserves aren't 
found. 

Ginanjar also said he believed a peace treaty between 
Iran and Iraq, both OPEC members, would help strengthen 
the oil market, dismissing suggestions the two countries 
would be hiking their oil production as soon as the treaty 
was signed. 

"| know the Iranian minister... . | know the Iraqi min- 
ister. They will act rationally," Ginanjar said. "I believe 
that given peace in the Gulf, economic rationale will prevail 
within OPEC," he said. 

Oil traders in Europe and the U.S. had earlier predicted 
Iran and Iraq would raise oil output to maximum levels to 
increase revenues and preserve development in the war- 
torn countries. 








PERU, SHELL END TALKS ON DEVELOPING 
GAS FIND; SITE TO BE PUT UP FOR TENDER 





Lima 9/1--State Petroperu and Royal Dutch/Shell ended 
negotiations Aug. 31 on developing Shell's gas find in 
southern jungle block 42 without signing a contract (ON 
8/18). Energy Minister Abel Salinas said development of 
the 16 Tcf gas, 600-million bb! condensate field would 
be put up for international tender within 90 days. 

A commission is to be formed within seven days to 
draw up the tender and will include representatives of the 
government, Petroperu and the development corporation of 
Cusco, the city nearest to the find. 

After the heads of agreement was signed in March by 
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Shell and Petroperu for a $1,300—million project at the field, 
protesters filled the streets of Cusco because the gas was 
to be developed in Lima (ON 3/15). Moreover, the Cuban— 
line guerrilla group MRTA bombed Shell's Lima headquarters 
later in March to protest the agreement. 

Politicians from the opposition United Left party also led 
a campaign to cancel the agreement, which they called "a 
sellout" by the government. Opposition congressmen said 
any contract signed with Shell would be revoked if the 


United Left won the next general elections, to be held in 


1990. 

Salinas said the heads of agreement fell through be- 
cause the company "did not have financing for the con— 
struction of the pipelines." Under the agreement Shell was 
to find financing for about $550-million, apart from $585- 
million to be covered from its own capital. Executives with 
the company declined to comment. 


MEXICAN OPPOSITION LEGISLATORS HECKLE 
DE LA MADRID'S STATE OF UNION SPEECH 





Mexico City 9/1—-In his sixth and final state of the 
union speech, Mexican President Miguel de la Madrid today 
defended his administration's energy policy, telling a rowdy 
new legislature that it had become necessary to cut in- 
vestment in the sector in order to correct the 
inequilibriums created by the fall in world oil prices. 

In a three-hour speech repeatedly interrupted by boos 
and shouts from opposition representatives to the Chamber 
of Deputies and Senate, de la Madrid said that despite cuts 
in investments and a fall in Mexico's oil exports the coun- 
try still has 69-billion bbl of hydrocarbons, a sufficient 
level to "assure a supply of energy and maintain exports." 

De la Madrid praised his administration's efforts at di- 
versifying energy sources and increasing petrochemicals 
manufacture, but after noting that the administration had 
expanded several refineries, a left wing deputy interrupted 
the speech with shouts of protest. 

The Chamber of Deputies and Senate were installed Aug. 
31 after a long, contentious battle in the Electoral College 
between the ruling party, PRI, and the left and right wing 
opposition, who wanted a more thorough investigation of 
alleged electoral fraud. The Opposition has claimed 240 
out of 500 seats in Chamber of Deputies, and four out of 
64 in the Senate, thus allowing PRI to maintain a slim ma- 
jority in the lower house. The oil workers' union has about 
six representatives in both houses. 

PRI's slim majority will likely mean that the party, in 
future efforts at avoiding defections, will have a more dif- 
ficult time in implementing policy changes. 

The next hurdie will be when the Chamber of Deputies 
begins the certification process for the country's presumed 
next president, Carlos Salinas de Gortari. It has until end- 
October to certify his election, but if today's spectacle is 
any indication, the process will be potentially explosive. 


DEMINEX AWAITS NEW OFFER FROM LIBYA 
BEFORE ENDING EXPLORATION EFFORT 





Bonn 9/1--—West German upstream company Deminex, 
which is a subsidiary of a group of German companies (54% 
Veba, 18.5% Wintershall, 18.5% RWE, 9% Saarberg Oel Und 
Handel), is set to relinquish the last of its Libyan conces— 
sion holdings--the NC 107 block, about 500 km south of 
Banghazi, unless Libya consents to a change of the pro- 
duction sharing agreement for the block, sources close to 
the company tell OILGRAM NEWS. 

Deminex struck oil in the block two years ago at a site 
dubbed Kamiliah. The NC 107 block is near the intersec- 
tion of the 28th parallel and 20th longitude. 

Neither the Libyans nor Deminex have disclosed the 
terms of their existing agreement, but a company spokes- 
man said that "production at the site wouldn't be economic 
(for Deminex) under the prevailing contract terms." 

The Libyans have expressed interest in producing at 
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Kamiliah with Deminex, but haven't made an offer to change 
the terms, according to sources. The contract for the 
block actually lapsed last June 30 and, assuming no change 
in arrangements, Deminex was willing to give up the con- 
cession. "However, we have had no confirmation of relin— 
quishment from the Libyan government," said the 
spokesman. 

NC 107 was the only successful site in a total of eight 
onshore and offshore concessions awarded to Deminex in an 
exploration and production sharing agreement with NOC in 
1980. Under the terms, the German company agreed to 
spend over $100-million. The concessions originally ran for 
six years, but were renewed for six months prior to expira— 
tion in mid-1986. At end-1986, Deminex relinquished all 
but its NC 110 holding offshore from Sirte and NC 107. 
Libya renewed the concessions for these up to last June 
30. 

Drilling at the NC 110 site, however, drew a blank and 
the company dropped that concession as of the June expi- 
ration date. But it is waiting for a confirmation of relin- 
quishment--or new offer-——to decide the fate of its NC 107 
concession. 


NNPC SAYS DEAL WITH IRELAND STILL POSSIBLE 
FOR TAKEOVER OF REFINERY, STORAGE FACILITY 





Lagos 9/1--Nigerian National Petroleum Corp. (NNPC) 
officials appear optimistic about the possibility of a take- 
over of Ireland's Whitegate refinery and Whiddy storage 
facility after an NNPC delegation returned from Dublin last 
week. 

A senior member of the delegation said there seems to 
be a good chance of reaching an accord to acquire the 
refinery and related facilities but declined to eiaborate, 
saying Nigerian Oil Minister Rilwanu Lukman is out of the 
country on vacation and hasn't been briefed as yet. 

The Irish government recently turned down Nigeria's 
$230—million offer to take over the facilities for what NNPC 
officials describe as political reasons (ON 6/28). One 
major obstacle to the deal is said to be the Irish govern— 
ment's reluctance to hand over the refinery and storage 
facility without retaining a 25% interest. But NNPC officials 
said that an accord is likely to be reached in the best 
interest of both parties. 

The first phase of the proposed takeover calls for the 
Whiddy storage facility to be reopened, the Whitegate refin— 
ery to be modernized and for a products pipeline to be 
built through the country. 


S. KOREA TO FUND INDONESIAN GAS PROJECT 





New York 9/1--South Korea will invest in a natural gas 
development project in Indonesia's West Madura oil field, 
according to Energy & Resources Minister Lee Bong So, 
OPEC News Agency reports. 

Lee reportedly said that foreign funds would be made 
available, which would have to be repaid only if the project 
yielded gas. 

P. T. Gunaunsa Utama Fabricatros of Indonesia is ex- 
pected to sign a contract this month with Kodeco Energy 
of South Korea to develop the West Madura KE 5 Field. 
Lee said that the field is expected to produce gas within 
two years. 


ALTA'S WEBBER, TCPL UNIT URGE REJECTION 
OF ONTARIO PANEL'S GAS SALES RECOMMENDATIONS 





Calgary 9/1-—Western Gas Marketing Ltd. (TransCanada 
PipeLines) and Alberta Energy Minister Neil Webber have 
joined forces to fight the opening up of Ontario's natural 
gas market to sales competition (ON 8/30). 

Western Gas has urged Ontario Energy Minister Robert 
Wong to do "a thorough and careful review' before enacting 
recommendations by the Ontario Energy Board. Along with 
Webber, Western Gas says Wong should reject OEB findings 
that three-year supply contracts are adequate and instead 
force the "core market of residential, institutional and 
commercial users to make long, premium—priced deals. 

Western Gas notes that gas producers have always 
warned that they need reliable sales outlets in order to 
justify developing wells, processing plants and pipeline sys— 
tems. 

"It can, and does, take a significant period of time-—up 
to 10 years——for new and additional supply to be brought 
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forward in response to market forces," the company said in 
a statement. "The OEB ... appears not to recognize this 
reality, nor does it appear to recognize that long-term, 
contractual obligations to provide gas, based upon proven 
adequate reserves, are the greatest assurance of security 
of supply." 


USX SELLS STEEL TUBE TO SOVIETS 





Pittsburgh 9/1--USX Corp. said that its steel division 
has sold 80,000 tonnes of seamiess steel tube for oil well 
casing to the Soviet Union. 

Some 40,000 tonnes will be delivered in fourth-quarter 
1988, with the remainder to be delivered in first-quarter 
1989. The terms of the sale weren't disclosed. A USX 
spokesman said the sale, negotiated with the Soviet Ex- 
port-Import Agency for Metals & Minerals, marked the 
company's first shipment of steel products to the Soviets 
in about 20 years. The spokesman said USX doesn't know 
where the Soviets will be using the pipe. 


PETROFINA UK AGREES TO BUY 
58_UK ‘GAS! RETAIL OUTLETS 





London 9/1--Petrofina UK Ltd. has agreed a deal to 
buy 58 gasoline retail outlets in the UK from Norfolk House 
Group plc, the company announced today. The price tag on 
the deal is 26.39-million pounds sterling. 

First phase of the purchase should be completed this 
month, with Petrofina buying 20 sites for 9.68—million 
pounds sterling. By March 31, 1989, a further 34 outlets 
will be handed over for a total 13.625-million pounds ster- 
ling, subject to Petrofina board approval. 

Sale of the final four sites is conditional on Petrofina 
board approval and the relevant planning permission being 
obtained. 35 of the sites will be leased back to Norfolk 
House's service station management division for two years, 
and the company also retains interests in a further 55 
gasoline outlets in the UK. 


NORWAY'S 12B LICENSING ROUND OFFERS 13 
BLOCKS IN BARENTS, HALTENBANKEN, MOERE AREAS 





Oslo 9/1--After lengthy delays, the Norwegian govern— 
ment today put on offer 13 offshore blocks in the Barents 
Sea, Haltenbanken and Moere Coast areas in licensing round 
12B (ON 8/24, 8/18). 

The blocks, which the Oil Directorate described as "very 
promising," will be apportioned into eight licenses. In the 
Barents Sea, eight blocks will be divided among four li- 
censes, and a spokesman for the Directorate noted that 
"these blocks will be high risk but offer very high potential 
for commercial finds." At Haltenbanken, two blocks will be 
offered under one license, and on the Moere Coast, an area 
the Directorate regards with great optimism, three licenses 
of one block each are available. 

The Norwegian Fishermen's Assn., whose objections were 
a main cause of delays in the licensing round, was 
"shocked that the (Barents Sea and Moere Coast) blocks 
were offered," said a spokesman. 


International Items 





CANADA: Shareholders of Poiysar Energy & Chemical 
Corp. on Aug. 31 voted 99.8% in favor of the C$i.9-billion 
takeover of their company by Nova Corp. (ON 6/17). 
Polysar will seek approval of the Supreme Court of Ontario 
Sept. 2, with the plan of arrangement between the two 
companies expected to become effective Sept. 7. Mean- 
while, it was announced that Nova president James Butler 
will become president of Polysar. Nova executive vice 
president William Wilson will become chairman of a new 
board for Polysar. 


* * * 


EGYPT: The pricing committee has announced a 50 cts/ 
bbl across-the-board cut for crude loading in first-half 
September. Prices now are as follows: Suez Blend $12.75; 
Zeit Bay $12.75; Belayim $11.90; Ras Badran $10.75; Ras 
Gharib $10.45. 
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INDIA-IRAQ: India plans to import 3.5—million tonnes of 
Iraqi crude during 1988-89, India's Petroleum Minister Brahm 
Dutt announced in Parliament, according to OPEC News 
Agency. Dutt told the upper chamber that India also will 


purchase oil during the same period from Iran, Saudi Arabia, 
Kuwait, the UAE, and USSR. He conceded that domestic 
oil production during 1987-88 had fallen below targeted 
levels due to production declines 
weren't identified, Opecna added. 

* * 


in certain fields that 


* 


NETHERLANDS: A group comprised of experts from the 
Dutch offshore industry was set up Aug. 30 to study im- 
provements in pipelines on oil platforms. The results of 
the study will be presented to the Mining Inspectorate by 
the end of October. In a later study, life-saving apparatus 
and evacuation techniques will be investigated. The search 
for improved safety will be carried out by the Dutch Oil & 
Gas Production Assn., to which oil companies operating in 
the Netherlands belong. The recommendations of a British 
safety survey, to be released in mid-October, will be in- 
corporated into the study. About 2,500 people currently 
work in the Dutch sector of the continental shelf. 

* a os 

NEW ZEALAND: Conquest Exploration Co. of Houston 
said the New Zealand Ministry of Energy awarded it three 
petroleum prospecting licenses covering 3.3-million acres 
off the east coast of the North Is. 2-million acres are in 
water less than 600 ft deep, and the geology of the con- 
cession area has a marked tectonic similarity with offshore 
California, Conquest said. Plans call for Conquest to ac- 
quire a minimum of 1,400 km of multifold seismic, gravity 
and magnetic data. Subsequent interpretation is to be 
completed in the first 2.5 years of the 5-year license 
terms. 

* 2 s 

NORWAY: The Conservative Party wants membership in 
the EC to be put back on the agenda for the new Parlia— 
ment, scheduled to be elected in September 1989. The 
program committee for the election campaign recommends 
membership to meet the challenge of the integrated market, 
which the EC will establish in 1992. There's little doubt 
that the General Assembly of the party will agree too. But 
the step has been met with little enthusiasm by the two 
other partners in the center/right Willoch government coali- 
tion that was overturned in 1986. The Center (Agrarian) 
Party is against membership or even discussing it, while 
Christian Popular Party leader Kjell Magne Bondevik says 
the Conservatives are closing the door for any future co- 
alition government. Norway decided against joining the 
market in 1972. The governing Labor Party also is against 
raising the issue as part of the election campaign. 

* * 7 


NORWAY: Total Norway is considering taking Mobil 
Norway to court over the latter's proposed sale of its 
1.184% share in the Troll gasfield, according to Norwegian 
press reports. Mobil announced last year that it wanted to 
sell its Troll stake and in December 1987 signed a letter of 
intent to sell part of its holdings to Total. Both Conoco 
and Elf reportedly also are interested in Mobil's shares and 
claim they have right of first refusal under Norwegian reg— 
ulations since they already are partners in Troll. But Total 
argues that Elf became a Troll partner through a compli- 
cated barter this spring, after Total and Mobil had reached 
agreement, and thus has no special rights. According to 
the Norwegian press reports, the companies have been try— 
ing for months to resolve their tangled dispute but now 
may take the problem to court. 

7 * « 

PAKISTAN: The National Refinery Ltd. is undertaking 
four projects worth about 535-million rupees ($30-million) 
to process additional crude in its distillation units and pro~ 
cess additional naphtha. The refinery expects that as re- 
sult of the modernization projects it will process 6.7—million 
t/yr of additional crude and an additional 33,000 t/yr of 
naphtha for conversion into high value products. 

- u * 


PHILIPPINES: The House Ways & Means Committee of 
the Philippine Congress has approved a bill that would re- 
duce the ad valorem tax on gasoline and other petroleum 
products by a minimum of 44% If the legislation is en- 
acted, oil product prices would drop by around 21% (ON 
7/13). Rep. Amado Bagatsing, sponsor of the measure, 
said passage of the proposed bill would serve to lower 
product prices to consumers, particularly industrial users. 
It would also help to make domestic industries more com—- 
petitive in world markets, accelerating, the country's eco- 
nomic recovery, he said. @ 
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QATAR: Crude production averaged 293,000 b/d in 1987, 
below the assigned OPEC level of 299,000 b/d, the OPEC 
News Agency reported Jaber al-Marri, managing director of 
Qatar General Petroleum Corp., as saying. Al—Marri said 
enhanced recovery techniques had been applied to fields to 
increase efficiency and prolong productivity. He said a 
number of onshore and offshore exploration programs were 
in progress, mentioning Sohio and Amoco as those currently 
involved. The country has achieved self-sufficiency in the 


refining sector "for the foreseeable future," al—Marri said, 


with the 50,000 b/d Umm Said refinery covering domestic 
demand of 12,000 b/d while exporting the surplus. He said 
natural gas was now playing an increasingly important role 
in meeting the country's needs for power generation, water 
desalination and gas—based industries. Gas output last 
year was 90,000 b/d of oil equivalent, while current domes— 
tic demand is 700,000 Mcf/d. Drilling of the first well in 
the North Field began last month together with the instal- 
lation of two platforms (ON 8/23, 8/12). 
* + * 

SWITZERLAND-LIBYA: Libya was the top supplier of 
crude to Switzerland, shipping 926,000 tonnes or 53% of the 
1.76-million tonnes imported in the first six months of the 
year, according to industry figures, OPEC News Agency 
reports. Libyan imports were 9.5% higher vs the same 
period last year. Algeria was Switzerland's second largest 
crude supplier, providing 14.12%, while the UK shipped 11.4% 
and Norway, 3.7%. 

* = * 

UK: British Petroleum said it's going ahead in Septem— 
ber with its sale of 15% of subsidiary BP Gold in a move 
which analysts predict will raise some 100-million pounds 
sterling. Up to half the 11.25—million common shares on 
sale will be offered in the U.S. and Canada, and the rest 
internationally. The sale will leave Salt Lake City-based 
BP Minerals America, the BP Gold parent, with 85% of the 
partially—floated company. 

- . 

VENEZUELA: The government must seek "an out of 
court settlement" with Occidental Petroleum of their dispute 
over a debt relating to Oxy's exploration activities in Lake 
Maracaibo between 1971-74, according to Humberto Calde- 
ron Berti, a former Venezuelan energy minister and presi- 
dent of PDVSA. Oxy's claim is legitimate and Venezuela 
must respond seriously, he said (ON 7/13). Venezuela has 
failed to reach agreement with Oxy, despite a Supreme 
Court finding several years ago in the company's favor. 
Now that Venezuela is thinking about joining the Generalized 
Agreement On Tariffs & Trade (GATT), Oxy is again pres— 
suring for a settlement by trying to block Venezuela's 
entry. 





UNITED STATES 





GAO FINDS U.S. IS LESS VULNERABLE 
NOW TO OIL CRISIS-—-BUT NOT FOR LONG 





Washington 9/1-—The U.S. is less vulnerable to an "oil 
crisis" today than it was in the 1970s, but government 
officials must continue their "vigilance to ensure that 
"economic havoc" doesn't result from supply disruptions, 
the General Accounting Office says in a report to Con- 
gress. 

In its report, GAO notes that the U.S. and other major 
oil—consuming countries are "better positioned" to respond 
to an oil crisis today due to significant growth in govern— 
ment—owned or controlled strategic oil stocks; continued 
development of the International Energy Agency as a multi- 
lateral forum for coping with disruptions; and "modest! 
fuel-switching improvements. 

Nevertheless, GAO says, trends point toward increased 
vulnerability in the 1990s. GAO says it believes the U.S. 
can further reduce its dependency on oil and its vulnerabil- 
ity to another oil crisis by focusing on four areas: 
--Developing alternative fuels and emphasizing more effi- 
cient fuel use in the transportation sector; 

-—-Continuing to build strategic oil stocks and resolving 
related disputes within the IEA; 

--Adopting standby measures to avoid over-reliance on the 
Strategic Petroleum Reserve as the U.S.' principal response 
to a disruption; and 

~-Maintaining a stable economic and regulatory atmosphere 
that encourages investments in oil and alternative energy 
programs. 

The report “go that members of the IEA re- 
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PRINCIPAL DATA OF API'S WEEKLY STATISTICAL SUMMARY OF U.S. OPERATIONS 





PROCESSING 


(Stocks figures in thous. bbl——all others in b/d) 


STOCKS 





Weeks 


Ref'y Distil- 
Ended 


late Resid. 


Mogas No Jet 
Total Lead* Kero 


Crude 


‘Distil- Unfin. 


Oils 


Mogas No Jet 
Total Lead* Kero 





input 
Dist. 1 
8/26/88 1 ,682 733 651 86 393 148 
8/19/88 


1,656 668 636 66 372 145 
Dist. 2 


8/26/88 3,174 1,780 
3,247r 1,775 


1,503 167 681 58 
1,465 165r 653r 60 


3,232 


2,697 553 1,278 277 
8/19/88 3,135 


2,670 528 1,286 246 
Dist. 4 


8/26/88 526 274 172 32 «116 11 
8/19/88 520 265 161 Ss © 11 
Dist. 5 

8/26/88 2,841 
8/19/88 2,653 


6,558 


1,252 922 303 451 361 
1,198 910 328 452 378 
Total U.S. 


8/26/88 14,989 7,271 
8/19/88 14,634r 7,041 


5,945 1,141 2,919 855 
5,842 1,120r 2,880r 840 





16,167 
15,534 


73 ,498 
75 ,816r 


161 ,577 
164,714 


11,718 
12,044 


73,033 
72,119 


335 ,993 
340 ,227r 214,752 
(*) Finished unleaded——includes only unleaded shipped from refineries. (r) Revised. 


59,707 
60,312 


44,777 
44,754 


10,247 
10,888 


14,012 
14,164 


60,950 
59,818 


38 ,007 
37 ,657 


7,499 
7,669 


15,948 
16,272 


61 ,695 
62,002 


36,478 
36,923 


14,467 
13,204 


50,110 
51,008 


5,745 
5,555 


2,260 841 


1,911 
2,200 854 


2,017 


27 ,354 
27,065 


13 ,466 
12,926 


6,840 
6,631 


28,431 
28 ,490 
215,451 134,988 
134,460 


39 ,894 
39 ,246 


110,412 
111,951 








solve disputes over the "relative merits" of using reserve 
oil stocks to alleviate an oil shortfall, as opposed to imple- 
menting measures to reduce oil demand. Questions also 
remain as to whether the sharing of oil at the outset of a 
crisis offers greater benefit than would a free market. 
Another outstanding issue is whether price disputes would 
arise if oil sharing were implemented, the report says. 

The report, "Energy Security: An Overview of Changes 
in the World Oil Market"' (RCED 88-170), is available from 
U.S. General Accounting Office, P.O. Box 6015, 
Gaithersburg, MD. 20877, telephone 202-275-6241. 





Petroleum Products Delivered 
(thous. b/d) 


“485 for 4 Wks Ending 


7,364 








Mogas 
Jet Fuel 
Naphtha type 219 
Kerosine type 1,195 
Distillates 2,570 
Resid 1,193 
Other Oils 3,887 

Total 16,428 
Source: U.S. Dept. of Energy, "Weekly Petro- 
leum Status Report.'! 











INGAA CRITICIZES FERC PROCEDURES 
FOR SETTLING TAKE-OR-PAY DISPUTES 





Washington 9/1—-Interstate Natural Gas Assn. of Ameri- 
ca claims that, based on recent take-or-pay contract deci- 
sions by the Federal Energy Regulatory Commission, FERC 
is encouraging "lengthy litigation" and discouraging 
negotiated settlements. 

In a letter to FERC chairman Martha Hesse, INGAA 
president Jerald Halvorsen said that FERC gives unfair 
advantage to pipeline customers by allowing them to take 
their time in choosing one of two alternatives to settle 
take-or—pay disputes. Halvorsen said FERC should set a 
time limit on how long a pipeline can choose either to pro- 
test the "prudency" of contract buy out costs or to use 
FERC's "alternative cost recovery mechanism," whereby the 
customer is assessed a fixed charge. 

Halvorsen said many pipelines have used the cost re— 
covery method, absorbing 25-50% of the costs of settling 
disputes with producers and then seeking to recover an 
equal share from their customers. 


STANDARD SELLING RESERVES TO PRESIDIO 





Houston 9/1—-Standard Oil Production Co. agreed to sell 
interests in 170 oil and gas fields in 15 states to Presidio 
Oil Co. for $53.75-million in cash, less certain production 
adjustments, and 850,000 shares of Pesidio class A com— 
mon stock. Closing of the sale is expected Oct. 4. 

The properties contain proved producing reserves of 6- 
million bbi of oil and 22—million Mcf of natural gas, other 
proved non—producing reserves, probable reserves, and 
30,000 net non—producing acres of oil and gas leases lo— 
cated mainly in the Rocky Mountain and Gulf Coast areas, 
Standard said. 

The sale of these smaller properties was termed a move 
to allow Standard to concentrate on its main areas of 
strength in 50 onshore fields in the Lower 48 states, while 
Presidio made the purchase to add to its reserves in areas 
where it already had operations. 





NYMEX CRUDE FUTURES DAILY REPORT 





New York 9/1-—Futures prices on the New York 
Mercantile Exchange closed down between 10-21 cts 
today vs Aug. 31. 

The settlement prices (S.P.) are official. Volume 
figures are estimates. All figures are of crude fu— 
tures contracts for the four nearest open trading 
months. The benchmark crude on the Exchange is 
West Texas Intermediate. Following are such data 


for October—January: 
Dec. jar 
S.P. $15.08 $15.09 $15.11 ° 








Oct. 
Vol. 24,808 22,941 11,188 2,36 





INDEPENDENTS LED MEXICAN GULF LEASE BIDS 





New Orleans 9/1--The disappointing result of western 
Gulf of Mexico lease sale 115 was due to lackluster partic— 
ipation by the majors, with independent oil companies ac— 
counting for the majority of bids (ON 9/1). 

Overall, the sale netted the government $131.2—million 
on 270 high bids. The total amount offered was $190.1- 
million on 381 bids. The same area last August attracted 
high bids of $242.8-million on 367 tracts. 

Union Exploration Partners Ltd. acquired 22 tracts for 
about $6.8—million, while Kerr-McGee spent about $4.91- 
million for all or part of six tracts, of which it will operate 
four. Kerr-McGee said it increased its Gulf of Mexico 
acreage held under lease to 225,000 acres from 25,000 
acres. 

Shell Offshore Inc., normally a heavy spender in Gulf 
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lease sales, said it spent $15.1—million for 28 leases. The 
company offered 33 bids, with a total exposure of $20.3- 
million. 

Sohio was the sale's biggest spender, offering a total of 
$16.2—million for 23 tracts. It also offered the highest bid, 
at $7.5—million for a High Island tract about 100 miles 
southeast of Galveston, Tex. Sohio outbid four other com- 
panies for the tract. 

Of the tracts bid on in the Aug. 31 sale, 194 were in 
400 ft or less of water, 53 were in water between 400— 
4,000 ft deep, and 23 were in water of more than 4,000 ft. 


ELF OVERTAKES MOBIL IN ‘GRAND PRIX! 
SUPPLY RACE THANKS TO RENAULT ENGINE 





New York 9/1--The 10-year relationship between Mobil 
Oil and Williams Grand Prix Engineering over the use of 
Mobil's "Formula One!’ is ending by "mutual consent.!! 
Mobil is relinquishing its role as supplier of the Williams 
Team's fuel and lube requirements at the Grand Prix to Elf. 

Mobil announced "with regret" that it had to end the 
long-standing link in order to permit Williams to enter into 
a contract with Renault for a new engine for the 1989 race 
season. Williams wanted Renault's new engine, and Mobil 
had to end the contract. 

"Renault brings with it a long-term association with Elf- 
-the French national oil company——and as part of Renault's 
agreement, Elf will supply the Williams team with its fuel 
and lube requirements. 

Since 1979, Mobil has publicized its supplier role with 
the Williams team-—-including the Mobil 1 Synthetic engine 
oil. Mobil's association with Formula One will continue 
through its ongoing sponsorship of the Benetton Ford Team. 

"We understand this is a business decision Williams had 
to make," said Manny M. Carter, general manager, interna- 
tional marketing for Mobil. "Mobil is reluctant to end its 
very successful relationship with the Williams team, which 
has led to very close relationships with Frank Williams (who 
owns and runs the race team) and Patrick Head (the de- 
signer). We believe ours is the longest continuous spon- 
sorship in Formula One racing, and we're sorry that it's 
over." 

So, apparently, is Frank Williams. Mobil quotes him 
saying: "Our relationship with Mobil has been an extraor— 
dinary one over the years, and we are sad to see it end. 
We've shared many successes with Mobil, and have consid— 
ered our access to their synthetic lubricant and fuels tech- 
nology to have been a key to our championship 
performances." 


For the Record 





SAMSON INVESTMENT BUYS EASON OIL: Samson 
Investment Co. (Samson Resources Co.), Tulsa, has ac— 
quired Oklahoma City-based Eason Oil Co. (ITT Corp.). 
ITT took control of the former international oil firm in a 
$140—million stock exchange in 1977. Since then, ITT sold 
$480-million in Eason assets, leaving the company with 
little more than 10 drilling rigs and some inventory at its 
Crescent Pipe & Supply division. Details of the purchase 
were undisclosed. 





MANAGEMENT MOVES 





John He Sharp joined the Natural Gas Supply Assn. as 
director of congressional relations and counsel. Sharp was 
formerly a trial attorney with the U.S. Federal Energy Reg- 
ulatory Commission General Counsel's Enforcement Section. 
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| PUBLICATIONS OF INTEREST “4 





Natural Gas Reserves of Selected Fields in the U.S. & 
Canada: This survey is prepared annually by the American 
Gas Assn. and the Canadian Petroleum Assn. It covers 
selected fields in the U.S. and the total reserves of Cana— 
da. The 105~page report (catalog No. F40087) is available 
for $30 from: AGA Order & Billing, 1515 Wilson Bivd., 
Arlington, Va. 22209. 








NOTICE 


Because of the Labor Day holiday observance in 
the U.S. on Monday, Sept. 5, the next issue of 
OILGRAM NEWS wall be Published under the date of 
Tuesday, Sept. 6. 














